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Despite accounting for just 0.2% of the Euro 

Zone's economy, the small island nation of 

Cyprus is a major world banking center.  The 

financial sector accounts for roughly 45% of the 

country's total gross domestic product.  With an 

economy too small to support the debt needed 

to recapitalize its banks, the country must turn 

to the European Union for some form of aid.  

The EU is offering Cyprus a difficult choice: 

shrink the banking sector and impose a levy on 

deposit holders or see the country's banks fail. 

Lawmakers are scrambling for an 11th-hour 

solution that does not involve taxing depositors. 

Negotiations with Russian officials for a gas-for-

cash deal also failed to bear fruit.  Without 

approval for new measures, the country will not 

receive the €10 billion, or $13 billion, bailout it 

has requested.  Without aid, the country faces 

the possibility of a disorderly default and could 

end its membership in the European Union.  

New data from the Employee Benefit and 

Research Institute indicates that 57% of U.S. 

workers have less than $25,000 in total 

household savings and investments, excluding 

their homes.  Only 42% of those 55 and over 

have $100,000 or more in retirement savings.  

The survey also found that 28% of Americans 

have no confidence that they will have enough 

savings to retire comfortably (the highest level 

in the study's 23-year history).  Perhaps even 

more alarming is the fact that many people 

have no idea how much they will need during  

retirement.  Twenty-one percent of those 

surveyed feel they need between $250,000 and 

$499,999 to retire comfortably, while 29% think 

they need to save less than $250,000.  A lump 

sum of $250,000 with a disbursement rate of 

6% will produce an annual income of  $15,000.  

Even combined with social security income, 

that hardly seems like the makings of a 

comfortable retirement. 
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The NCAA basketball tournament makes 

millions of Americans once-a-year gamblers 

participating in office bracket pools.  Millions of 

dollars of productivity are lost as workers follow 

the tournament.  There is big money involved in 

college sports.  The University of Texas 

generated $150 million in sports-related 

revenue in 2011, making it the most lucrative 

school.  High profile sports, namely football and 

men’s basketball, are often expected to cross-

subsidize all the other sports programs.  The 

numbers mask the role that sports has evolved 

to play for universities.  Alumni of U.S. colleges 

donate to their alma maters on a scale 

unknown in the rest of the world, and sports 

are a significant part of the reason why.  

Further, success on the field or court has a 

profound impact on the level of school 

recognition and enrollment; sports is one of the 

few ways that a school can vault itself toward 

national prominence, as a run in the basketball 

tournament typically provides an enormous 

public relations benefit to the school.   

The latest fund flows data shows that investors 

continue to invest in bonds.  However, there is 

a strong argument that there is very little 

intermediate or long-term value in government 

bonds.  Real yields (inflation-adjusted) are 

negative across the yield curves in the U.S., 

U.K., and Japan, and at the shorter end of the 

yield curves in countries like Germany and 

Switzerland.  Essentially, investors are paying 

these governments to hold their money.  If you 

consider the 5-year U.S. Treasury yield 

(currently 0.8%) versus current CPI inflation 

readings (1.5% to 2.5%), bond investors are 

earning nothing after inflation and taxes.  There 

is also interest rate risk (when rates rise, bond 

prices fall).  Given all of this, one might expect 

government bonds to be cheap, but in fact they 

are expensive relative to many stock valuation 

measures.   Stock yields versus bond yields are 

currently the least expensive that they have 

been since the early 1950s. 

Real Rates for Developed World Government Bond Yields  
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Contact:  If you have any questions or comments, please do not hesitate to contact us at 703.992.6164.  For more information about Harbour 

Capital Advisors, please visit our website at www.harbourcapitaladvisors.com. 

 

Disclosure:  Harbour Capital Advisors, LLC (“HCA”) is an SEC-registered investment adviser located in McLean, Virginia. HCA and its 

representatives are in compliance with the current filing requirements imposed upon SEC-registered investment advisers by those states in which 

HCA maintains clients.  HCA may only transact business in those states in which it is registered or qualifies for an exemption or exclusion from 

registration requirements. A direct communication by HCA with a prospective client shall be conducted by a representative that is either registered 

or qualifies for an exemption or exclusion from registration in the state where the prospective client resides.  For information pertaining to the 

registration status of HCA, please contact the SEC or the state securities regulators for those states in which HCA maintains a notice filing. A copy of 

HCA’s current written disclosure statement discussing HCA’s business operations, services, and fees is available from HCA upon written request. 

HCA does not make any representations or warranties as to the accuracy, timeliness, suitability, completeness, or relevance of any information 

prepared by any unaffiliated third party and takes no responsibility therefor. All such information is provided solely for convenience purposes only 

and all users thereof should be guided accordingly.  Past performance may not be indicative of future results. Therefore, there can be no assurance 

(and no current or prospective client should assume) that future performance of any specific investment or investment strategy (including the 

investments and/or investment strategies recommended or undertaken by HCA) made reference to directly or indirectly by HCA will (i) be suitable or 

profitable for a client or prospective client’s investment portfolio or (ii) equal the corresponding indicated historical performance level(s). Different 

types of investments involve varying degrees of risk.  Historical performance results for investment indices and/or categories generally do not reflect 

the deduction of transaction and/or custodial charges, the deduction of an investment management fee, or the impact of taxes, the incurrence of 

which would have the effect of decreasing historical performance results.  The material contained herein is provided for informational purposes only 

and does not constitute an offer to buy or sell or a solicitation of an offer to buy or sell any option or any other security or other financial 

instruments.  Certain content provided herein may contain a discussion of, and/or provide access to, HCA’s (and those of other investment and non-

investment professionals) positions and/or recommendations as of a specific prior date. Due to various factors, including changing market 

conditions, such discussion may no longer be reflective of current position(s) and/or recommendation(s). Moreover, no client or prospective client 

should assume that any such discussion serves as the receipt of, or a substitute for, personalized advice from HCA, or from any other investment 

professional. HCA is neither an attorney nor an accountant, and no portion of the content provided herein should be interpreted as legal, 

accounting, or tax advice.  The tax information contained herein is general in nature and is provided for informational purposes only.  HCA does not 

provide legal, tax, or accounting advice.  HCA cannot guarantee that such information is accurate, complete, or timely.  Laws of a particular state or 

laws which may be applicable to a particular situation may have an impact on the applicability, accuracy, or completeness of such information.  

Federal and state laws and regulations are complex and are subject to change.  Changes in such laws and regulations may have a material impact 

on pre– and/or after–tax investment results.  CIRCULAR 230 DISCLOSURE: To comply with Treasury Department regulations, we inform you 

that, unless otherwise expressly indicated, any tax information contained herein is not intended or written to be used, and cannot be 

used, for the purpose of (i) avoiding penalties that may be imposed under the Internal Revenue Code or any other applicable tax law, or (ii) 

promoting, marketing, or recommending to another party any transaction, arrangement, or other matter.  Rankings and/or recognition by 

unaffiliated rating services and/or publications should not be construed by a client or prospective client as a guarantee that he/she will experience a 

certain level of results if HCA is engaged, or continues to be engaged, to provide investment advisory services, nor should it be construed as a 

current or past endorsement of HCA by any of its clients. Rankings published by magazines, and others, generally base their selections exclusively 

on information prepared and/or submitted by the recognized adviser. 

http://www.harbourcapitaladvisors.com/

